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CHAPTER 1 - INTRODUCTION

A. PURPOSE

The United States Trustee® is charged with the responsibility of establishing, maintaining,
and supervising panels of private trustees, and of monitoring and supervising cases under
chapter 7 of title 11 of the United States Code (“Bankruptcy Code™). The chapter 7
trustee, as the estate representative responsible for the recovery, preservation, liquidation,
and distribution of chapter 7 estates, serves as a fiduciary to various parties in interest in
a case. The goal of the United States Trustee is to establish a system that allows for the
complete, economical, equitable and expeditious administration of chapter 7 cases, while
allowing the trustee to exercise appropriate business and professional judgment in
performing the trustee’s fiduciary duty.

This Handbook represents a statement of operational policy and is intended as a working
manual for chapter 7 trustees under United States Trustee supervision. This Handbook is
not intended to represent a full and complete statement of the law. It should not be used
as a substitute for legal research and analysis. The trustee also should be familiar with
the Bankruptcy Code, Federal Rules of Bankruptcy Procedure (“FRBP”), any local
bankruptcy rules, and relevant case law.

Any reference in this Handbook to the masculine in referring to trustees, also includes the
feminine. All statutory references herein refer to the Bankruptcy Code, 11 U.S.C. § 101
et seq., unless otherwise indicated.

B. THE BANKRUPTCY LAWS
The Bankruptcy Code consists of eight chapters:

Chapter 1: General Provisions;

Chapter 3: Case Administration;

Chapter 5: Creditors, the Debtor and the Estate;

Chapter 7: Liquidation;

Chapter 9: Adjustment of Debts of a Municipality;

Chapter 11:  Reorganization;

Chapter 12:  Adjustment of Debts of a Family Farmer with Regular Annual Income;
and;

Chapter 13:  Adjustment of Debts of an Individual with Regular Income.

All references to United States Trustee shall include the United States Trustee’s designee, unless
otherwise indicated.
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The provisions of chapters 1, 3, and 5 apply to all cases under chapters 7, 11, and 13 and,
with the exception of 8 361, apply to cases under chapter 12. The provisions of chapter
7, chapter 9, chapter 11, chapter 12, and chapter 13 apply only to cases under that
specific chapter. The trustee is most concerned with the provisions of chapters 1, 3, 5,
and 7. Because chapter 11, 12 and 13 cases may be converted to chapter 7 cases,
however, familiarity with these chapters is strongly recommended.

C. JURISDICTION AND VENUE

Pursuant to 28 U.S.C. 8 1334, the district court has original and exclusive jurisdiction of
all cases under title 11.

All bankruptcy cases and all proceedings arising under, arising in, or related to a title 11
case may be automatically referred by rule of the district court to the bankruptcy court,
pursuant to 28 U.S.C. § 157. Section 157 makes further distinctions by the use of the
terms “core” and “non-core” proceedings. Bankruptcy judges may hear and determine,
subject to appeal, all cases under title 11 and core proceedings arising under or in a title
11 case. The bankruptcy judge may hear non-core proceedings, but the judge’s findings
of fact and conclusions of law must be submitted to the district court for entry of the final
order.

Cases involving claims based on state law may or may not be heard in the bankruptcy
court. The trustee may be required to collect certain assets (e.g., accounts receivable)
through actions in state court. 28 U.S.C. 8§ 1408-1412.

The appropriate location for a bankruptcy filing is governed by 28 U.S.C. § 1408 which
establishes four alternate tests for venue: (1) the location of the debtor’s domicile; (2) the
location of the debtor’s residence; (3) the location of the debtor’s principal place of
business in the United States; or (4) the location of the debtor’s principal assets in the
United States. Venue is appropriate either in the district in which one of these tests has
been satisfied for the 180-day period preceding the filing or in the district in which one of
these tests has been satisfied for the longest portion of the 180-day period preceding the
filing. Venue is also appropriate in the district in which there is a pending bankruptcy
case concerning the debtor’s affiliate, general partner, or partnership. The trustee should
be alert for cases purposely filed in the wrong venue to accommodate the debtor’s
attorney, to inconvenience the debtor’s creditors, or to obtain a perceived advantage in
trustee or judge assignments. The trustee should report such cases to the United States
Trustee.

D. ROLE OF THE UNITED STATES TRUSTEE

A major reason for the enactment of the Bankruptcy Reform Act of 1978 was to remove
the bankruptcy judges from the responsibilities for day-to-day administration of cases.
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Debtors, creditors, and third parties litigating against bankruptcy trustees were concerned
that the court, which previously appointed and supervised the trustee, may not impartially
adjudicate their rights as adversaries of that trustee. To address these concerns, judicial
and administrative functions within the bankruptcy system were bifurcated.

The administrative functions were placed within the Department of Justice through the
creation of the United States Trustee Program (“USTP”). The USTP acts in the public
interest to promote the efficiency and to protect and preserve the integrity of the
bankruptcy system. It works to secure the just, speedy, and economical resolution of
bankruptcy cases; monitors the conduct of parties and takes action to ensure compliance
with applicable laws and procedures; identifies and investigates bankruptcy fraud and
abuse; and oversees administrative functions in bankruptcy cases.

Pursuant to 28 U.S.C. § 586, the United States Trustee shall:

1. establish, maintain and supervise a panel of private trustees that are eligible and
available to serve as trustees in cases under chapter 7 of title 11;

2. serve as and perform the duties of a trustee in a case under title 11 when required
under title 11 to serve as trustee in such a case;

3. supervise the administration of cases and trustees in cases under chapter 7, 11, 12,
or 13 of title 11 by, whenever the United States Trustee considers it to be
appropriate:

A. Q) reviewing, in accordance with procedural guidelines adopted by
the Executive Office of the United States Trustee (which
guidelines shall be applied uniformly by the United States Trustee
except when circumstances warrant different treatment),
applications filed for compensation and reimbursement under
§ 330 of title 11; and

(i) filing with the court comments with respect to such applications
and, if the United States Trustee considers it to be appropriate,
objections to such application;

B. monitoring plans and disclosure statements filed in cases under chapter 11
of title 11 and filing with the court, in connection with hearings under
8 1125 and § 1128 of such title, comments with respect to such plans and
disclosure statements;
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monitoring plans filed under chapters 12 and 13 of title 11 and filing with
the court, in connection with hearings under § 1224, § 1229, § 1324, and
8 1329 of such title, comments with respect to such plans;

taking such action as the United States Trustee deems to be appropriate to
ensure that all reports, schedules, and fees required to be filed under title
11 and this title by the debtor are properly and timely filed,;

monitoring creditors’ committees appointed under title 11;

notifying the appropriate United States Attorney of matters which relate to
the occurrence of any action which may constitute a crime under the laws
of the United States and, on the request of the United States Attorney,
assisting the United States Attorney in carrying out prosecutions based on
such action;

monitoring the progress of cases under title 11 and taking such actions as
the United States Trustee deems to be appropriate to prevent undue delay
in such progress; and

monitoring applications filed under § 327 of title 11 and, whenever the
United States Trustee deems it to be appropriate, filing with the court
comments with respect to the approval of such applications;

4. deposit or invest under § 345 of title 11 money received as trustee in cases under

title 11;

5. perform the duties prescribed for the United States Trustee under title 11 and this
title, and such duties consistent with title 11 and this title as the Attorney General
may prescribe; and

6. make such reports as the Attorney General directs.
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CHAPTER 2 - APPOINTMENT TO THE PANEL OF TRUSTEES

The United States Trustee establishes a panel of qualified individuals to be appointed to cases on
a fair and equitable basis.

The United States Trustee maintains and conducts an open system for the recruitment of persons
interested in serving on the panel of private trustees. The United States Trustee may not
discriminate on the basis of race, color, religion, sex, national origin, or age in appointments to
the panel, and, in this regard, must assure equal opportunity for all appointees and applicants.

28 C.F.R. § 58.5.

Each United States Trustee is authorized to increase or decrease the total membership of the
panel. In addition, each United States Trustee is authorized to institute a system of rotation of
membership or the like to achieve diversity of experience, geographical distribution or other
characteristics among the persons on the panel. 28 C.F.R. 8 58.1. The number of individuals on
the panel is governed by the need to ensure the prompt, competent, and complete administration
of cases, as well as by the need for fair distribution of case assignments.

Each panel trustee’s name, address, and phone number are posted on the Program’s web site at:
http://www.usdoj.gov/ust/library/chapterQ7/7.htm.

A. ELIGIBILITY

To be eligible for membership on a panel, a person must possess all of the qualifications
established by the Attorney General of the United States under 28 U.S.C. § 586(d) and
published in the Code of Federal Regulations at 28 C.F.R. § 58.3. Panel members must
also be able to satisfy the eligibility requirements of § 321 for serving in a case. See
Chapter 5. Anyone who was employed by the USTP within the preceding one-year
period is not eligible for appointment. 28 C.F.R. § 58.3. Prior to appointment, each
person will be interviewed and informed of the performance expected, as well as the
method by which that person will be assigned cases.

The trustee must successfully undergo initial and five-year background checks which
include name and fingerprint checks, a tax check with the Internal Revenue Service, and
a report on credit history (with disclosure authorization), including any subsequent credit
reports requested by the United States Trustee. The trustee’s appointment to the panel or
the assignment of cases may be terminated based on unresolved problems discovered
during background checks.
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B. QUALIFICATIONS

The minimum qualifications for membership on the panel are set forth in 28
C.F.R.§58.3(b). The panel member must:

1.

2.

possess integrity and good moral character.
be physically and mentally able to satisfactorily perform a trustee’s duties.

be courteous and accessible to all parties with reasonable inquiries or comments
about a case for which such individual is serving as private trustee.

be free of prejudices against an individual, entity, or group of individuals or
entities which would interfere with unbiased performance of a trustee’s duties.

not be related by affinity or consanguinity within the degree of first cousin to any
employee of the Executive Office for United States Trustees of the Department of
Justice, or to any employee of the Office of the United States Trustee for the
district in which he or she is applying.

be either:

a. a member in good standing of the bar of the highest court of a state or of
the District of Columbia;

b. a certified public accountant;

C. a college graduate with a bachelor’s degree from a full four-year course of
study (or the equivalent) of an accredited college or university, (accredited
as described in Part 11, § 111 of Handbook X118 promulgated by the U.S.
Office of Personnel Management) with a major in a business-related field
of study or at least 20 semester-hours of business-related courses; or hold
a master’s or doctoral degree in a business-related field of study from a
college or university of the type described above;

d. a senior law student or candidate for a master’s degree in business
administration recommended by the relevant law school or business
school dean and working under the direct supervision of:

1) a member of a law school faculty;

2 a member of the panel of private trustees;
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3) a member of a program established by the local bar association to
provide clinical experience to students; or

e. have equivalent experience as deemed acceptable by the United States
Trustee.
7. be willing to provide reports as required by the United States Trustee.
8. have submitted an application under oath, in the form prescribed by the Director,

to the United States Trustee for the district in which appointment is sought:
Provided, that this provision may be waived by the United States Trustee on
approval of the Director.

C. TERM

All panel members are generally appointed for one-year renewable terms. The
appointment may be for less than one year. Short-term appointments are often used to
adjust a trustee’s renewal appointment date or as a compliance measure. Service during
the term and the renewal of the appointment are at the discretion of the United States
Trustee, subject to the “Procedures for Suspension and Removal of Panel Trustees and
Standing Trustees” 28 C.F.R. § 58.6. See Appendix E.

D. PERFORMANCE REVIEW

The United States Trustee prepares a written review of the trustee’s performance. The
goal of the review is to provide information about the trustee’s competency, adherence to
fiduciary standards, and commitment to pursue assets for the benefit of creditors. The
performance review takes into account a variety of factors, including (but not limited to):

1. the size and age of the trustee’s caseload;

2. the trustee’s progress in closing cases;

3. the trustee’s performance in § 341(a) meetings and in court;

4. the trustee’s procedures for safeguarding of estate assets;

5. professional costs incurred by the trustee and maximization of funds distributed to
creditors;

6. the number and nature of complaints against the trustee as well as the trustee’s

responsiveness in addressing the complaints;

7. the trustee’s cooperation in furnishing reports and requested information to the
United States Trustee;
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8. the trustee’s judgment in determining whether to administer assets; and

0. the trustee’s demeanor in administering his or her cases, including dealing with
the debtor’s creditors, parties in interest, and other parties pertinent to the trustee
performing his or her duties.

The trustee will receive a copy of the performance review and may discuss it with the
United States Trustee personally. Any written response by the trustee concerning issues
raised in the performance review will become part of the United States Trustee’s trustee
oversight file, which will be made available to the trustee for review, upon request.

E. TRAINING

The United States Trustee provides regional and local training for all trustees on an
ongoing basis. The training should help trustees keep abreast of recent developments in
bankruptcy law and issues which affect chapter 7 estate administration. Training also
covers USTP standards and other requirements for trustee performance, including record
keeping and reporting. The training for new trustees includes initial training prior to case
assignments and periodic one-on-one training thereafter, as appropriate. Trustees may
request specific types of training from the United States Trustee, and new trustees may
seek to participate in a mentoring program with an experienced member of the panel.

At the national level, the Program periodically conducts trustee training seminars at its
National Bankruptcy Training Institute which is located at the Department of Justice’s
National Advocacy Center on the campus of the University of South Carolina in
Columbia, SC. The current training program is designed for trustees who have been
receiving cases at least six months. It is taught primarily by seasoned trustees. Trustees
receive a wealth of information and tools to help them with all facets of case
administration, including § 341 (a) meetings; finding assets and maximizing the return to
creditors; monitoring cases; claims administration; setting up their offices with strong
internal controls and efficient reporting systems; and fighting bankruptcy fraud and
abuse.

The Program also regularly coordinates with the chapter 7 trustee professional
association, the National Association of Bankruptcy Trustees, to provide programs with a
national perspective during their conferences.
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CHAPTER 3 - APPOINTMENT OF PANEL TRUSTEES TO CASES

A. APPOINTMENT AND QUALIFICATION OF INTERIM TRUSTEES

Section 701 of the Bankruptcy Code mandates that the United States Trustee appoint one
disinterested panel member to serve as interim trustee in a chapter 7 case immediately
after the order for relief. § 701(a). See Chapter 3.D regarding the appointment of an
interim trustee in an involuntary case.

To qualify to serve, the trustee must furnish a bond in favor of the United States that is
conditioned on the faithful performance of the trustee’s duties. § 322. Unless the United
States Trustee directs otherwise, a panel trustee covered by a regional or district blanket
bond does not have to file a separate bond in each case. See Chapter 5.F for bonding
requirements.

The interim trustee serves until a trustee is elected under 8 702 and qualifies under § 322.
If no trustee is elected at the § 341 meeting of creditors, then the interim trustee becomes
the trustee under § 702(d). The interim trustee has all the duties and powers of a
permanent trustee. See Chapter 4 for Elections of Trustees.

B. ASSIGNMENT OF CASES

The United States Trustee appoints panel members to chapter 7 cases on a fair and
equitable basis by utilizing a blind rotation system that includes all chapter 7 cases,
whether asset or no-asset. As cases are filed, they are assigned to panel members in a
manner predetermined by the United States Trustee. A system of blind rotation avoids
the appearance of favoritism and eliminates the need to make individual judgments about
case assignments. Over a reasonable period of time, this system normally results in asset
cases being fairly and equally distributed among the panel. Because the order of
assignment is not available to the public, the “blind” rotation also reduces the likelihood
that debtors can engage in “trustee shopping” — that is, timing the filing of a petition in
order to have a specific trustee appointed in the case. The United States Trustee reviews
the processing of chapter 7 cases periodically to evaluate the efficiency and fairness of
assignment procedures.

Exceptions to the blind rotation system may be warranted on occasion. Reasons which
may warrant such exception include:

1. the unique characteristics of a specific case;
2. the goal of achieving equity in the assignment of cases among panel members;
3. suspension of a trustee from case assignments;
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4, previous service in a reopened or converted case;
5. geographic considerations; and
6. training for new panel members.

The United States Trustee documents the reasons for an exception to the blind rotation
and will make this information available for review upon request.

There may be circumstances when a trustee may wish to be excluded from the blind
rotation system for a limited period of time. In this event, the trustee should submit a
Notice of Voluntary Suspension. See Appendix F. Voluntary suspensions are not
subject to 28 C.F.R. § 58.6 (Appendix E).

C. TIME AND DURATION OF INTERIM APPOINTMENT

A member of the panel is appointed as an interim trustee upon:

1. the entry of an order for relief under chapter 7;
2. the conversion of a case to chapter 7;
3. the entry of an order directing the United States Trustee to appoint an interim

trustee in an involuntary case pursuant to § 303(g); or
4. the resignation, death or removal of the prior trustee, pursuant to § 703.

The interim trustees will be sent a notice of appointment. A panel member who is
covered by a regional or district blanket bond is deemed to have accepted the
appointment unless the appointment is rejected within five days after receipt of the
notice. If a trustee cannot accept the appointment, e.g., where the trustee has a conflict of
interest or was an examiner in the case, then the trustee must expressly reject the
appointment. FRBP 2008.

A trustee is expected to accept all cases assigned, unless there is a conflict of interest or
other extraordinary circumstance.

Handbook for Chapter 7 Trustees
Effective March 1, 2001 Page 3-2



If the person selected is not covered by a blanket bond?, the trustee shall notify the court
and the United States Trustee in writing of acceptance within five days after receipt of
the notice of selection or shall be deemed to have rejected the appointment. If applicable,
a copy of the trustee’s acceptance of appointment should accompany the notice of
appointment, so that the form can be filed in the clerk’s office.

If creditors fail to elect a trustee at the first scheduled § 341(a) meeting, the interim
trustee becomes the permanent trustee pursuant to § 702(d).

If a permanent trustee is elected and qualifies, the interim trustee must turn over all
records and property of the estate to the elected trustee. Within 30 days after the
qualification of the elected trustee, the interim trustee should submit the final report and
account for review by the United States Trustee and transmittal to the court.

NON-PANEL TRUSTEES IN CONVERTED CASES

When a case converts to chapter 7, the trustee administering the case immediately prior
to conversion may be appointed by the United States Trustee to serve as the interim
trustee, regardless of whether the person is a member of the chapter 7 panel. § 701(a)(1).
Upon conversion of a chapter 11 case in which a trustee was serving, the United States
Trustee will assess the advisability of reappointing the chapter 11 trustee to serve as the
chapter 7 trustee. The United States Trustee considers the trustee’s performance as the
chapter 11 trustee, including compliance with the reporting requirements, and the
trustee’s ability to carry out the duties of a chapter 7 trustee in the case. Appointing the
chapter 11 trustee to serve in the chapter 7 case does not relieve the trustee of the
reporting requirements under FRBP 1019. See Chapter 8.U for additional information
about the trustee’s reporting obligations.

INVOLUNTARY CASES

Generally, the United States Trustee does not appoint an interim trustee in an involuntary
case until the order for relief is entered. However, if the court orders the appointment of
a trustee pursuant to 8 303(g), the United States Trustee should appoint an interim trustee
in accordance with 8 701. If it appears that assets are being dissipated and that an order
for relief will be entered, the United States Trustee should consider moving for the
appointment of an interim trustee under § 303(g), if the creditors do not.

2Usually the panel trustees will be covered by the blanket bond, and this may only apply to

elected trustees. However, there are other circumstances in which a trustee may not be covered by the
regional or district blanket bond, such as a non-panel trustee who was serving in a converted case and is
appointed to serve as the chapter 7 trustee.
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In an involuntary case, the period of time between the filing of the petition and the order
for relief is known as the “gap” period. During the gap period, the interim trustee takes
possession of the property of the estate and operates any business of the debtor. If there
IS a business to operate, the trustee should apply to the court for authority to operate the
business and file operating reports as required by the United States Trustee and § 704(8).
(Where applicable, see Chapter 8.J for additional considerations when operating a
business in a chapter 7 case.)

The debtor can regain possession of the property if the debtor files such bond as the court
requires. If a debtor reclaims possession of the property of the estate, and an order for
relief in chapter 7 is subsequently entered, the debtor must account for and deliver to the
trustee all of the property, or its equivalent value as of the date the debtor regained
possession.

Upon the entry of an order for relief under chapter 7 in an involuntary case, the trustee
administers the case in the same manner as a voluntary chapter 7 case. If the debtor has
not complied with FRBP 1007(c) by filing required schedules and statements, the court
may order the trustee, a petitioning creditor, a committee, or other party to file the
schedules and statements pursuant to FRBP 1007 (k).

F. SUCCESSOR TRUSTEES

When a trustee dies, resigns, fails to qualify under 8 322, or is removed from a case under
§ 324, the creditors have a right to elect, in the manner specified in § 702, a person to
serve as successor trustee. In the event an election is requested, the United States Trustee
will call a special meeting of creditors for the purpose of electing a successor trustee.
FRBP 2003(f). Only creditors holding eligible claims may request and vote in the
election. The procedures set forth in § 702 must be strictly observed when electing a
successor trustee. Any person elected by the creditors must be eligible under § 321 to
serve as trustee. See Chapter 4 for more information about trustee elections.

Pending the election of a successor trustee, the United States Trustee will appoint an
interim trustee under § 703(b) to preserve or prevent loss to the estate. The interim
trustee must be a disinterested person who is a member of the panel of private trustees
established under 28 U.S.C. § 586(a)(1).

Section 703(c) provides that if creditors do not elect a successor trustee, or if a trustee is
needed in a case reopened under § 350, the United States Trustee shall appoint one
disinterested person that is a member of the panel of private trustees established under 28
U.S.C. § 586(a)(1) to serve as trustee in the case. This section appears to apply only if the
United States Trustee has not appointed an interim trustee under 8§ 703(b). If creditors do
not elect a successor trustee in the manner specified in § 702, the interim trustee
appointed under § 703(b) should serve as successor trustee by operation of 8 702(d). If
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creditors elect a successor trustee under § 703(a), the services of an interim trustee
appointed under § 703(b) terminate when the successor trustee qualifies under § 322.

FRBP 2012(b) requires a successor trustee to file with the United States Trustee an
accounting of the prior trustee’s administration of the estate. This accounting should be a
separate and distinct record of the activities which were solely within the control of the
prior trustee. The rule does not have a deadline for submission of the accounting.

Absent some evidence of defalcation or other harm to the estate, the accounting can be
submitted in conjunction with the submission by the successor trustee of the standard
reports required by the United States Trustee.
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CHAPTER 4 -ELECTION OF A TRUSTEE

A. ELIGIBILITY TO REQUEST AN ELECTION AND TO VOTE

Creditors in a chapter 7 case may request the opportunity to elect a trustee at the § 341(a)
meeting. The election is properly requested if creditors having 20 percent in amount of
the eligible claims request the election. To request an election and to vote in an election,

a creditor:

1. must hold an allowable, undisputed, fixed, liquidated, non-priority unsecured
claim of a kind entitled to distribution under 88 726(a)(2)-(4), § 752(a), 8 766(h),
or § 766(i);’

2. must not have an interest materially adverse, other than an equity interest that is

not substantial in relation to the creditor’s interest as a creditor, to the interest of
creditors entitled to distribution;

3. must not be an insider; and

4, must have “filed a proof of claim or a writing setting forth facts evidencing a right
to vote pursuant to § 702(a) unless objection is made to the claim or the proof of
claim is insufficient on its face.” FRBP 2003.

A candidate for trustee is elected if the candidate receives the votes of creditors holding
the majority in amount of those claims voted. See § 702 and FRBP 2003.

B. TRUSTEE ELECTION PROCEDURE

If an election is requested, the United States Trustee presides over the election. This
eliminates the possible conflict of the interim trustee presiding while having an interest in
the outcome of the election. Neither the Bankruptcy Code or Rules requires creditors to
provide any advance notice of an intent to request an election.

If the interim trustee anticipates or receives a request for an election, the trustee shall
immediately contact the United States Trustee, and the United States Trustee shall
preside over the election.

3Undersecured creditors may bifurcate their secured and unsecured claims for purposes of
requesting an election and voting under § 702. Similarly, creditors with both liquidated and unliquidated
claims may assert the liquidated portion of their claims for purposes of determining eligibility to vote for
a chapter 7 trustee. See In re Klein, 119 B.R. 971, 981-82 (N.D. Ill. 1990), appeal dism’d, 940 F.2d 1075
(7" Cir. 1991).
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If the creditors move to elect a trustee during the 8 341(a) meeting without prior notice,
the interim trustee shall adjourn the meeting and immediately notify the United States
Trustee, who shall preside over the election then or at a later date. If the clerk of the
bankruptcy court has notified creditors that no proof of claim is required in the case
pursuant to FRBP 2002(e), the United States Trustee will consider continuing the

8§ 341(a) meeting and notifying the creditors of the requested election and of the need to
file a proof of claim in order to participate in the election.

The trustee should notify the United States Trustee if the trustee perceives that an
election is being suggested in an attempt to influence the trustee’s actions.

When the election is concluded, the interim trustee or the United States Trustee may still
examine the debtor or allow the creditors to examine the debtor. However, the United
States Trustee will consider continuing the examination of the debtor until the election
report is filed and any election dispute is resolved, so that the elected trustee may conduct
the examination. Once all parties in interest have had an opportunity to examine the
debtor, the meeting should be concluded.

C. DISPUTED ELECTIONS

The United States Trustee does not resolve any dispute in the election process. The
United States Trustee, as the presiding officer, promptly informs the court in writing that
a dispute exists. Pending the resolution of the dispute, the interim trustee continues to
serve. If no motion for resolution of such election dispute is made within 10 days after
the election report is filed, the interim trustee shall serve as the trustee in the case. FRBP
2003(d).

D. QUALIFICATION OF ELECTED TRUSTEES

The elected trustee is considered qualified once the trustee has returned a notice of
acceptance of election, accompanied by a bond. See § 322. The United States Trustee
will notify the person elected concerning how to qualify and the amount of the bond.
FRBP 2008.

E. DUTIES AND RESPONSIBILITIES OF ELECTED TRUSTEES

The statutory duties of an elected trustee are the same as the duties of an interim trustee
who becomes trustee by operation of § 702(d). An elected trustee must also comply with
the requirements of the United States Trustee and will be requested to submit to a
background investigation.
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CHAPTER 5 - QUALIFICATIONS AND ACCEPTANCE

A. QUALIFICATIONS

To be eligible to serve as a trustee in a chapter 7 case, a person must be: (1) competent to
perform the duties of a chapter 7 trustee, (2) reside or have an office in the district where
the cases are pending or in an adjacent district, and (3) be an individual or a corporation
authorized by corporate charter or by-laws to act as a trustee. § 321

While corporations are eligible under § 321 for appointment as interim trustees in
specific cases, each individual in a corporation who performs the duties of a trustee must
individually satisfy the requirements of 28 C.F.R. 8 58.3. In view of the fiduciary duties
of the trustee, the responsibility of the individual trustee to preside at 8 341(a) meetings,
possible complications as to coverage under blanket or separate bonds, and possible
increases in expenses imposed on estates, corporate entities are rarely appointed. The
regulation provides that no professional corporation, partnership, or similar entity
organized for the practice of law or accounting is eligible for appointment as a chapter 7
trustee.

To qualify, the trustee must file with the court a bond in favor of the United States.
§ 322. (See Chapter 5.F below.)

B. ACCEPTANCE UPON APPOINTMENT

A panel member who is covered by a blanket bond filed with the court and who fails to
reject the appointment within five days after receipt of notice of selection is deemed to
have accepted the appointment. FRBP 2008. No additional appointment is provided if
the interim trustee becomes the permanent trustee by operation of law pursuant to § 702.

A trustee is expected to accept all cases assigned, unless there is a conflict of interest or
other extraordinary circumstance.

C. CONFLICTS OF INTEREST

A trustee must be knowledgeable of § 701(a)(1), § 101(14), and § 101(31), as well as any
other applicable law or rules, and must decline any appointment in which the trustee has
a conflict of interest or lacks disinterestedness. A trustee should have in place a
procedure to screen new cases for possible conflicts of interest or lack of
disinterestedness upon being appointed.
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If a trustee discovers a conflict of interest or a lack of disinterestedness after accepting
the appointment, the trustee should immediately file a notice of resignation in the case.
Conflict waivers by either the debtor or creditor are not effective to obviate the trustee’s
duty to resign.

The trustee must advise the United States Trustee upon the discovery of any potential
conflict or lack of disinterestedness so that a determination can be made as to whether the
appointment of a successor trustee is necessary. In addition, the trustee must disclose any
potential conflicts on the court record or at the § 341(a) meeting, or both on the court
record and at the § 341(a) meeting. The trustee should also advise the United States
Trustee upon discovery of any circumstances which might give rise to the appearance of
impropriety.

While it is not possible to list all situations presenting an actual or potential conflict of
interest or lack of disinterestedness, a non-exclusive list of examples follows:

1. the trustee represents or has represented the debtor, a creditor, an equity security
holder, or an insider in other matters;

2. the debtor or creditor is an employee of the trustee or of a professional providing
services to the trustee in the case;

3. the trustee is appointed to serve as trustee for a corporate debtor and for a debtor
who is an insider, officer, director or guarantor of the corporate debtor;

4, the estate has a potential cause of action against the trustee, an employee of the
trustee, a client of the trustee or the trustee’s firm or other person or entity with
whom the trustee has a business or 